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Monenn Inpustarat Prants in New Enctann: Woolen Finishing Plant, Hayward-Schuster Woolen Mills, Inc., East Douglas, Massachusetts. 


Industrial Foundations 


A Community Method of Financing Industrial Growth 


Tue importance of industrial payrolls for the economic 
well-being of a community is well recognized in New 
England. Increased job opportunities, both in indus- 
tries already located in the community and in new in- 
dustries, have become significant objectives for groups 
interested in greater economic stability or growth for 
their communities. 

Jobs in private industry depend on investment in 
plants, machinery, and other assets. An individual firm 
incurs a special long-term financial risk when it invests 
in land and buildings. Smaller and less well known 
firms or new firms may be able and willing to provide 
working capital for paying wages, installing machinery, 
accumulating operating supplies, and building up in- 
ventories of raw materials and finished goods. However, 
they may not be able or willing to finance or arrange for 
financing plant space. High personal and corporate in- 
come taxes, low depreciation rates, and inflated build- 
ing costs have handicapped the expansion programs of 
many manufacturers, 

éverybody in a community has a stake in providing 
eflicient housing for industry. Not only the retailers of 
goods and services, but also factory workers, manage- 
ment, and owners have a large stake in modern indus- 
trial plants. Their income depends heavily upon the 
prosperity of industrial activity in the community. A 
study published in the April 1949 issue of the Monthly 
Review indicated that most of New England’s new 
manufacturers were handicapped by inability to secure 
modern plant space. There is also other evidence that 
the prosperity of many New England communities is 
impaired by the lack of new factory buildings. 

According to the findings of a recent study conducted 
jointly by the Federal Reserve Bank of Boston and the 
New England Council, about one out of seven manufac- 
turers in New England feels that he is at a competitive 
disadvantage in relation to producers outside New 
England because of the inefliciency of his existing build- 
ings. The proportion of manufacturers handicapped by 
obsolete buildings is even higher in the states of Con- 
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An industrial foundation is a community finance 
corporation set up to carry on and extend the serv- 
ices customarily provided by chambers of com- 
merce in the industrial development of their com- 
munities. The primary purpose of the industrial 
foundation is to bring new industrial enterprises 
into the community, although it may also be in- 
terested in assisting local manufacturing firms. 
It achieves its purpose primarily by financing re- 
quirements for factory space. It may also furnish 
other aid by leasing or selling industrial sites at 
or below cost, by loans or other financial aid, and 
by providing managerial assistance, subsidies 
such as free rent or land, and exemption from 
property taxation. The fundamental objective of 
an industriai foundation, therefore, is to increase 
the payrolls of the community by developing the 
community industrially. 











necticut and Rhode Island, though it is somewhat 
lower in Vermont, New Hampshire, and Maine. 

The handicaps of obsolete buildings are reported to 
be greatest in the cotton textile, rubber products, 
leather and leather products, lumber and basic timber 
products, primary metal, nonelectrical and electrical 
machinery, and instrument industries. In each of these 
industries about one out of every five New England 
manufacturers feels that his present plant facilities put 
him at a competitive disadvantage. 

New England communities have made some use of 
the industrial foundation device in the handling of ex- 
isting properties. In various other parts of the country, 
however, industrial foundations have played a much 
more active role in the construction of modern plant 
facilities. This article is devoted to a discussion of the 
objectives, methods, and effectiveness of industrial 
foundations in community development. 

A recent survey of industrial foundations made by 
the Tulsa Chamber of Commerce defined the industrial 
foundation as “a corporation provided with funds by 
public subscription or donation, created for the pur- 


pose of encouraging the industrial development of the . 
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community by providing services of a financial nature 
to new or established industry.” Industrial foundations 
are privately sponsored community agencies which 
make inveatmenta out of their own funda, bring enter- 
prises in need of capital to sources of funds seeking in- 
vestment, or otherwise aid business in obtaining money. 
For the most part, they are nonprofit organizations. 
Stockholders and whole communities benefit from their 
operations indirectly through increased business gen- 
erated by new payrolls and other new or additional 
business expenditures. 


The Extent and Use of Industrial 
Foundations 


According to the Tulsa study, in 1948 there were 72 
industrial foundations operating in the United States, 
while another 32 cities had similar but less formal com- 
munity industrial financing plans. While these figures 
undoubtedly do not include all community financing 
plans in use, they do indicate the wide use of such plans. 

The use of the industrial foundation type of com- 
munity industrial financing program has grown tre- 
mendously in the past five years. About 80 per cent of 
the active foundations listed in the Tulsa survey were 
started between 1944 and 1948. This type of industrial 
financing is not new, however, since several foundations 
have been in operation for over 20 years. The rapid in- 
crease in the number of foundations is an indication of 
the emphasis now being placed on community financing 
programs by many cities in their desire to acquire new 
payrolls. One reason for the increased activity in this 
field is the amazing success of many foundations. 

Business executives planning plant locations are at- 
tracted by cities that have materially and publicly ex- 
pressed their desire for new industry. Although some of 
these executives do not intend to accept aid from any 
foundation, they feel that the very existence of a foun- 
dation is prima facie evidence that their enterprise 
would be welcomed and given loyal support by the com- 
munity. Others are secking plant sites already developed 
to the point where such things as paving, grading, utili- 
ties, and railroad sidings are provided. Many firms do 
not want to invest money in brick and mortar; they 
want to lease their buildings for long periods of time. 
Industrial foundations provide for such firms by build- 
ing or buying suitable plants which they lease to new 
industry. Other foundations provide loans to firms by 
accepting a type of risk more marginal than that de- 
sired by banks, and some foundations also lend for 
longer periods and in larger amounts in ratio to the 
value of security than is customary with banks. 


Services Provided 


In carrying out their primary purpose of attracting 
new industries or financing the expansion of enterprises 
already located in the community, industrial founda- 
tions provide the following services: 

(1) Buying, developing, and selling industrial 
sites. Many communities have experienced difficulty 
in finding suitable industrial sites at reasonable prices 
after a prospective industry has indicated a strong 
interest to locate in their city. The asking price usually 
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spurts upward when the landowner learns that some 
company is interested in his land. Communities some: 
times lose new industries to competing cities because of 
thia aituation. 

The foundation that owns good industrial land is in, 
a strong position to quote attractive sales prices imme- 
diately to a prospective manufacturer. This is a great 
advantage to both the community and the new pro-. 
ducer. Neither party need delay or break off negotia-| 
tions because of lack of land at a satisfactory price. As, 
one means of securing industrial sites at reasonable! 
prices, the towns of New London and Waterford, Con-| 
necticut, were authorized by the state legislature last! 
year to acquire and develop such sites by use of the: 
right of eminent domain. 

(2) Buying and building plants for lease or sale.. 
Most of the foundations erect buildings for lease or for, 
sale. The financial terms of the contracts are almost} 
always negotiated with each enterprise and thus vary) 
in their details. A number of foundations lease with 
option to purchase.These arrangements are similar to. 
those described in the sale and lease-back deals practiced | 
by insurance companies.’ 

Some foundations help industries by contracting for a! 
lower rate of return on their plant investment than} 
would be customary through ordinary business chan- 
nels. A few foundations even offer free use of their, 
buildings to new industries. j 

The foundations that provide buildings for industry | 
through lease arrangements are performing a business | 
service. A large number of business firms either cannot | 
obtain the capital for plants or do not wish to tie up 
their money in real estate. By obtaining their plants on 
a lease basis, these firms have more money available for 
working capital purposes and may charge off their rental 
payments as operating expenses, a procedure which 
may reduce their income taxes. The average founda- 
tion is earning a return on its investment in addition to 
making possible increased payrolls for the community. 

(3) Providing funds for loan to or investment in 
industries. The industrial foundations that lend funds 


‘to industry usually do so by making outright loans or 


by purchasing stock in the aided firm. One advantage 
of the direct loan method is that repayments are usually 
made over a period of time. The foundation has in- 
coming funds for reinvestment more quickly than if it 
had to wait for repurchase of the stock. An advantage 
of the stock purchase method is that the value of the 
stock increases as the business prospers. The risk of 
failure, however, may deter the manager of the founda- 
tion from assuming ownership obligations. 

Funds lent to new industry are generally used to buy 
Jand and/or buildings. Funds lent to established indus- 
try are used primarily for refinancing, supplementing 
working capital, and purchasing new plant equipment. 

(4) Giving managerial, engineering, and other 
counseling services to small business. Most firms, 
and small enterprises in particular, find it almost im- 
possible to excel in all phases of management which are 
essential for efficient and = profitable operations. An 
industrial foundation is able to provide expert advice 
and make profitable suggestions to such firms by pooling 
the knowledge of the businessmen of the community. 





1 See Monthly Review for November 1949, paye 3. 
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In performing these business functions, the industrial 
foundations are not encroaching upon a bank function. 
Industrial foundations are organized to take risks that 
no bank is prepared to take. Loans are usually for a 
longer period than those banks are able or care to make. 
They are usually for a higher percentage of the value 
of the property than banks consider a good risk. In 
dealing with a young business, payments the first year 
may cover little more than the interest charges. The 
business can in this way stretch its working capital to 
the utmost, which it cannot do in borrowing from the 
average bank. Moreover, banks hesitate to make such 
loans, because if the business should fail vacant factory 
property might become a headache. 

In addition to the real estate and lending operations 
of the foundations, a number of community agencies 
vive subsidies in the form of free land, free use of build- 
ings, or free water and other utilities. Some states and 
cities have laws which enable foundations to offer 
exemption from property taxes. 


Financial Policies of Foundations 


The most common methods used by foundations to 
protect their investments involve taking a mortgage on 
the land, buildings, or machinery; requiring a repre- 
sentative of the foundation to be elected to the firm’s 
board of directors; limiting the amount of funds that 
can be invested in any one firm; and limiting loans to a 
maximum percentage of the paid-in capital of the 
assisted firm. 

The funds of a foundation are usually raised by solici- 
tation of everyone in the community or of selected busi- 
nessmen. The three principal methods of payment used 
are subscriptions payable in cash when the full capital 
amount is subscribed, subscriptions payable in cash 
upon call, or subscriptions payable periodically in 
agreed amounts. 

There is no apparent correlation between the capital- 
ization or paid-in capital of the foundations and the 
populations of the respective cities. Foundations in 
some of the smaller cities have comparatively large 
paid-in capital. Two thirds of the foundations have less 
than $100,000 paid-in capital. 

Only 30 per cent of the foundations are profit cor- 
porations. Of these, only three have declared dividends. 


| GROWTH IN USE OF INDUSTRIAL FOUNDATIONS | 
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All three are less than five years old. Several founda- 
tions have created serious problems by promising divi- 
dends to their subscribers. The average foundation is a 
nonprofit corporation. The nonprofit foundations meas- 
ure success not in dividends to stockholders but in the 
payrolls developed or maintained within the area. 
Many of them operate as nearly as possible on a cost 
basis in order to make the best contracts with industry. 
The added funds obtained from business transactions 
are usually plowed back into the foundation. Over a 
period of time the capital of the foundation is increased 
considerably, thereby enabling a larger scope of opera- 
tions without requiring another campaign for funds. 


Results 


Industrial foundations have directed the final selec- 
tion of a surprising number of plant locations in recent 
years. Of the foundations less than five years old, 8+ 
per cent have already located at least one new plant 
in their communities. These 42 foundations have brought 
in a total of 148 new firms. Twelve foundations over 
five years old have brought in a total of 67 new plants. 
In addition, industrial foundations less than five years 
old have extended assistance to at least 60 existing 
enterprises, while the foundations over five years old 
have aided at least 90 established firms. Assistance to 
local industry has enabled a large number of firms to 
expand and consequently has contributed to greatly 
increased payrolls for the community. 

It should be borne in mind that the business created 
in a community by additional manufacturing payrolls 
amounts to a great deal more than just the payroll total 
itself. Studies have shown that an increase of ten jobs 
in a basic economic activity will automatically cause 
an increase of eight jobs in service lines in the typical 
industrial city. These workers in turn spend a large part 
of their income in the community. Before the manufac- 
turing payroll leaves the community it usually creates 
local business in a volume 2) to 314 times the payroll 
itself, according to some estimates. 

To illustrate how foundations operate, we present in 

the remainder of this article a description of two well- 
established foundations now in operation outside New 
{ngland. In a later issue of the Monthly Review, we 
will describe industrial foundations and community in- 
dustrial development programs which are operating in 
New England. 


THE LOUISVILLE INDUSTRIAL FOUNDATION 


In 1916 Louisville’s leading industries were in poor 
condition. Business leaders, recognizing the primary 
influence of industrial employment upon other phases 
of the local economy, decided to concentrate their 
efforts upon development of new and diversified manu- 
facturing in the Louisville area. The characteristic that 
distinguished the Louisville Industrial Foundation 
from other similar industrial-promotion organizations 
of the period was the determination to raise a large 
capital fund for the primary purpose of making invest- 
ments in industrial companies that could be encouraged 
to establish new plants or to expand existing plants in 
the Louisville area. Another distinctive feature was 
that the fund itself was to be raised by sale of copitsl 
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stock and not by outright donations. The total paid-in 
capital of the Louisville Industrial Foundation ulti- 
mately reached $875,759. 

The Moundation has authority to make loans to or 
invest in manufacturing establishments in Louisville 
and its vicinity. There must always be assurance that 
the payroll of the borrower will be materially increased. 
While interested in assisting local industries to expand 
their businesses by increasing their plant facilities and 
payrolls, the Foundation’s greatest interest is in attract- 
ing new industrial enterprises which manufacture prod- 
ucts showing possibilities for profit, and which hitherto 
have not been manufactured in Louisville. 

The maximum loan to any firm is $100,000. The 
loans to manufacturers are made for the construction 
or enlargement of plant, for the purchase or moderniza- 
tion of mechanical equipment, and for other purposes 
that are commonly associated with equity rather than 
borrowed capital. The investments are retired gradually 
through term payments, usually made monthly, and 
bear current rates of interest. The Foundation supports 
its capital loans by a variety of business services, finan- 
cial and other, rendered to the client establishments. 

Investments or loans may be made only with the 
assent of two-thirds of all the directors of the Founda- 
tion. The Foundation may not invest more than ten 
per cent of its capital in any one concern, nor may it 
advance financial aid that will exceed one-third of the 
total paid-in capitalization of the client concerns. 

To assure some control over its investments, the 
Foundation may appoint one or more of its stockholders 
to serve as a director in any corporation of which it 
may be a stockholder or creditor. When investing in 
the securities of any corporation, the directors of the 
Foundation may require that such securities be re- 
deemed within a given period. 

At present loans are secured by a first mortgage on 
land and buildings. Some loans have been made up to 
100 per cent of the asset value, although 65 per cent is 
the average ratio. 

Through 1944 the Foundation made direct capital 
advances to 44 new or established manufacturing firms 
in Louisville. The companies which received financial 
assistance had a high survival rate. Of these 44 com- 
panies, 36 were still in operation although other organ- 
izations had purchased or absorbed five of them. 

The enterprises financed by the Foundation included 
13 that were completely new, 8 that were recently 
founded and in need of capital for expansion, 12 that 
were relocated from other cities, and 11 old-established 
concerns in need of financial aid. 

As it grew in experience, the Foundation developed 
the following policies that contributed materially to 
the success with which it attained its objectives: (1) it 
sponsored diversified types of industries; (2) it agreed 
to liberal financial arrangements; (3) it arranged flex- 
ible repayment schedules, adapted to the client’s ability 
to pay; (4) it maintained close and personal relation- 
ships with its client concerns; (5) it operated as a quasi- 
public institution; (6) it avoided competition with 
existing lending institutions. 

The Foundation in 1944 had liquid assets of $400,000 
and a reserve against possible losses amounting to 
$90,000, in addition to industrial investments of 
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$567,698. The revolving fund, accordingly, was ap- 
parently in a position to continue its development and 
financial services indefinitely, The entire record attests, 
for Louisville at least, to the effectiveness of supple- 
menting and increasing the flow of capital as a medium 
of industrial development. Louisville, largely under the 
influence of its community foundation, grew into a 
flourishing industrial center. 


THE SCRANTON PLAN 


In 1945 the anthracite coal veins in the Lackawanna 
Valley were running thin. Instead of letting Scranton 
become another ghost mining town, a program of new 
industrialization was initiated. The Scranton Chamber 
of Commerce set up an affiliate, the Scranton Plan 
Corporation, to raise $1,200,000 through the sale of 
first-mortgage four per cent bonds to the townspeople 
in order to buy the $3,242,000 government-owned 
Murray Corporation war plant. 


The campaign was so successful — $1,700,000 poured _ 


in — that the Chamber formed another affiliate, the 
Scranton Lackawanna Industrial Building Company, to 
market debentures locally and use the proceeds for con- 
structing new factory buildings. Two additional bond 
drives increased the total of outstanding securities to 
$2,721,800 owned by over 5,000 investors. The Scranton 
Lackawanna Industrial Building Company is the back- 
bone of Scranton’s industrialization program. In March 
1949 it owned 11 plants, all occupied, for which the 
company spent $2,046,350. The Scranton Plan Corpo- 
ration owns the 500,000 square-foot Murray plant now 
appraised at $3,500,000. 

Still another Chamber of Commerce affiliate, the 
Scranton Industrial Development Company, was formed 
early in the program. This firm owns three plants cost- 
ing $660,907 and appraised at $913,875. 

After a company is “‘sold” on locating in the area, it 
selects a site from property owned by Scranton Lacka- 
wanna Industrial, specifies the floor space required, 
and submits a blueprint of the desired building. Then 
Scranton Lackawanna Industrial underwrites the entire 
cost of construction except equipment and wiring. 

The buildings can be leased at an annual rental of 
50 to 55 cents a square foot, with an option to buy at 
original cost less amortization. Scranton Lackawanna 
Industrial provides the equity money from its working 
capital and from additional sales of debentures. A 
Scranton bank group, composed of nine members of 
the clearing house, advances up to 50 per cent of the 
cost. The nine banks have advanced $610,000 in first 
mortgages on plant property so far. 

In three years under the Scranton Plan 15 communi- 
ty-financed plants have beet built. As of March 1949 
they were occupied by 12 news acquired manufacturing 
enterprises. Another 16 factories have been constructed 
by private capital. Unemployed t-oal miners have been 
put to work in a wide range of diversified industries, 
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a a m 
ef Christmas Sales ser new RECORD IN 


DOWNTOWN BOSTON STORES DURING 1949 


ConsuMERS continued to support sales in downtown 
soston department stores and apparel shops during the 
1919 Christmas season as they had during the previous 
1] months. Christmas shoppers spent 2.4 per cent more 
dollars in 1949 than in 1948 for goods and services in 
sjoston stores from the day after Thanksgiving until 
Christmas. They had already kept comparative sales 
in 1949 at a level 0.1 per cent above those in 1948 for 
the first 11 months of the year, a better record than 
that posted by stores in the nation. 

Although sales in November 1949 at Boston stores 
exceeded those in November 1948 by 3.3 per cent, the 
days of record-setting seemed to have passed. November 
1918 was a poor month. A decline in sales of two per 
cent from those for the corresponding period in 1948 
during the week ending December 3 also supported 
this thesis. In early December it was doubtful whether 
sales in the final three weeks before Christmas could 
increase at the same rate of acceleration which brought 
them to a new record in 1948. 

Christmas shoppers, however, still had enough cash 
and credit to enable Boston stores to match the volume 
of sales in 1948 for the same number of shopping days. 
During the final three weeks before Christmas in 1949 
sles accelerated at a rate similar to the pickup in sales 
during the pre-Christmas season in 1948. After a 
slightly slower start in the week ending December 3, the 
pattern of comparative year-to-year sales from Monday 
through Wednesday of each remaining week was almost 
identical. A slight gain in sales from Thursday through 
Saturday of the last three weeks finally offset the de- 
cline in sales for the first week of the Christmas season. 

The extra shopping day in 1949 enabled last-minute 
buyers to spend just enough additional dollars so that 
total sales in the 1949 Christmas season could establish 
a new record in Boston stores. Without the extra shop- 
ping day the volume of dollar sales during the Christ- 
mas season in each year was for all practical purposes 
exactly the same. 

Department store sales in southern New England 
areas other than downtown Boston in 1949 increased by 
17 per cent over those in 1948 during the final week 
before Christmas. This increase was greater than the 
13.4 per cent increase recorded in Boston stores. The 
final upsurge in sales brought total sales in the four- 
week period ending December 24 in 1949 to a level 1.8 
per cent above those for the corresponding period in 
1948 in the 45 stores which report to us weekly. 

After the dollar sales figures are counted and com- 
pared, we should consider the reasons why they reached 
their new high in Boston stores during the 1949 Christ- 
mas season. Everyone seems to agree that the number 
of items sold increased over those sold in 1948, because 
prices were lower in 1949. Excellent shopping weather 
assured unrestricted access to stores. In addition the 
housefurnishings department was comparatively strong 
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during the 1949 Christmas season. The satisfactory per- 
formance of total sales also rested partly on the greater 
purchase of higher priced items such as television sets. 
The children undoubtedly enjoyed Christmas morning 
this year. The sales of toys and games, which improved 
in both quality and availability, increased by 9.3 per 
cent in Boston stores over sales during the comparative 
four-week period before Christmas in 1948. The gift shop 
also seems to have had an improved record in sales. On 
the other hand, the decline in dollar sales of women’s 
and misses’ apparel which was not severe enough to pull 
total sales below those in 1948 may have reflected a re- 
duced rate of replacement, the unseasonable warm 
weather, and lower prices. 

Shoppers in New England had a broader opportunity 
to use their willingness to pay for goods in the future 
during the pre-Christmas season this year. Stores 
actively strove to increase sales by a more liberal ex- 
tension of credit. In some areas the degree of liberaliza- 
tion of credit terms may have a depressing effect on 
sales during the first three months of 1950. The lowering 
of credit bars synchronized with the improved outlook 
for business in the first half of 1950 and anticipated the 
refund of life insurance premiums to veterans during 
the first part of 1950. Nevertheless, competition for the 
consumer’s dollar will increase as creditors collect. their 
bills during the next few months. 

During the week after Christmas in 1949 dollar sales 
in downtown Boston stores dropped 10.6 per cent below 
the standard set in 1948. Clearance promotions after 
Christmas in 1949 were not as aggressive as in 1948, and 
depleted inventories may also have contributed to the 
decline in sales. Depleted inventories signify strength 
for potential reorders from department stores and im- 
prove prospects for continued improvement in manu- 
facturing activity in New England. 
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kmployment 


Declines Seasonally 
In November 


SEASONAL forces affecting employment combined ad- 
versely in New England during November, and the 
recent upward trend in nonagricultural employment 
suffered a mild setback. Total nonagricultural employ- 
ment stood at 3,145,800 in November according to the 
Bureau of Labor Statistics — down 0.4 per cent from 
the level in October and 5.4 per cent from employment 
in November 1948. 

In contrast with the previous cohesive shifts in the 
two major groups of manufacturing employment in 
1949 first in nondurables and then in durables, Novem- 
ber brought a mixture of ups and downs in both groups. 
<“mployment weaknesses in transportation equipment, 
nonelectrical machinery, food processing, apparel, and 
leather and leather products industries outweighed 
improvements in textile mill products, paper, and most 
of the metal industries. 

Manufacturing employment during November fell 
only slightly from the October figure, but was about 11 
per cent below the level for November 1948. Average 
weekly hours of work and earnings for those employed 
in the region’s manufacturing industries, however, rose 
during November from their previous levels in October. 

Nonmanufacturing employment on balance was rela- 
tively steady. In November it had declined only 0.3 per 
cent from the October level and 1.1 per cent from the 
figure for November 1948. The decline in year-to-year 
employment for November in contract construction 
and in wholesale and retail trade was not offset by the 
increase in government employment. 
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Total construction contract awards in New England 
during November 1949 increased by 44.8 per cent over 
the figure for November 1948 according to the F. W. 
Dodge Corporation; the 11-month gain amounted to 
5.9 per cent in 1949, Although total contract awards 
had a favorable record, distribution by types of con- 
struction was out of balance. On a comparative 11- 
month basis between 1949 and 1948, the value of con- 
tracts for manufacturing buildings declined 52.3. per 
cent, social and recreational buildings 18 per cent, 
commercial buildings 7.9 per cent, and total nonresi- 
dentials 10 per cent. In contrast the value of residential 
contract awards rose by 21 per cent. The apparent dis- 
crepancy between an increase in contract awards and a 
decrease in employment probably resulted from a con- 
siderable employment lag because of scheduling, as well 
as an increase in worker efficiency which finally ap- 
peared during the past year. 

Manufacturers in Massachusetts reported a decline in 
new orders in November from those in the previous * 
month to the Associated Industries of Massachusetts, 
New orders forall of the main groups — textiles, leather 
and shoes, metal trades, and paper — fell off, but tex- 
tiles did retain a favorable position in comparison with 
November 1948. Perhaps the drop in orders this No- 
vember signified the reappearance of business caution, 
but it could have indicated only a normal reaction to 
over-ordering during the early autumn. 

Several factors appeared to balance the “caution” in 
orders, according to the December report of the New 
{ngland- Purchasing Agents Association. | fland-to- 
mouth buying was on the wane, commodity prices re- 
mained firm, and the reduction of finished inventories 
reflected an improved flow of goods. 

Spot market prices of lead, hides, and tin declined 
between November | and the latter part of December, 
and copper, cotton, and rubber prices increased. In late 
December wool tops registered their high for 1949. The 
increase in the price of finished steel products amounted 
to about 4 per cent on the average of leading producers’ 
selling prices, 
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Consumers’ prices in Massachusetts declined 2.0 per 
cent in December 1949 from those of the previous 
December. Clothing prices declined the most, 5.2 9 
cent, while food prices declined 4.9 per cent and shelter 
costs rose 2.4 per cent. 
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Note Beretit yeor begins in April in most stotes. Ouroee of Enpleyment Seow My. 
Initial claims for unemployment insurance in New 
England in November 1919 were 28.3 per cent above 
the September low. The rise in continent claims lagged 
because overall employment improved until Nov. 
Both types of claims increased more rapidly in Dec. 
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Shoe production in New England contracted season- 


ally between September and October 1949 by about 
14 per cent. Although the new level was 2.5 per cent 
below that of October 1948, cumulative production in 
1949 exceeded that of 1948 by 2.7 per cent. 





AVERAGE WEEKLY EARNINGS 
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Average weekly earnings of workers in manufacturing 
industries in Massachusetts increased 0.2 per cent 
between October and November 1949 to a wel | By 
per cent above that of November 1948; in the nation 
there was a year-to-year decline of 2.1 per cent. 
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In November industrial production in the U. S. ' 


snapped back 3 per cent from October as the rise in 
pi offset a decline in nondurables. However, t 
the durables index was 21.4 per cent below that of } 
November 1948, the nondurables only 1.7 per cent. 
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New England mills used 85 per cent more raw cotton 
in November 1949 than in the year’s low month of 
July. Consumption in N. E. was about the same in 
Nov. 1949 as in Nov. 1948. Wholesale prices of cotton 
goods in the U. S. were 6.8 per cent lower. 
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{ The average volume of bank debits in N. E. during In 1949 the rate at which cash balances were used was 
i 1949 was slightly below the volume in 1948, Improved a little lower than in 1948. A decrease in debit volume 
business and the accompanying increase in transac- was more responsible than the increase in deposits for 
{ tions characteristic of the last four months kept the the reduced rates of turnover of deposits. The decline 
{ volume in 1949 from reaching a lower level. was centered in the larger cities. 
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i were $1.7 billion below the 1918 year-end peak. Total tinuing strong demand for mortgage credit, auto- 
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million less than at the end of December 1948. carried real estate and consumer loans to new highs, 
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Net sales of U. S. bonds by the F. R. System totaled 
$3.2 billion during the first half of the year. The Sys- 
tem sold only token amounts after June and bond 
prices rose substantially. Commercial bank holdings 
of U.S. securities are now at a three-year high. 


During 1949 banks tended to add to their holdings of 


U.S. bonds whenever business loans declined rapidly. 
Banks slowed U.S. bond purchases and increased the 
rate of purchase of short-term ‘Treasury issues when 
business and other loans were rising. 
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